
CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-Bank) 
501(c)(3) REVENUE BOND FINANCING PROGRAM 

 

STAFF REPORT 
 

EXECUTIVE SUMMARY 

Applicant:  Orange County Performing Arts Center 
doing business as Segerstrom Center for 
the Arts (Center or Borrower) 

Amount Requested: Not to exceed 
$64,000,000 

Applicant 
Description: 

A nonprofit public benefit corporation 
organized for the purpose of promoting and 
developing an interest in and appreciation 
for arts and music. 

Date of Board Meeting: March 1, 2011 

Type of Issue: Refunding  

Resolution Number: 11-03 

Project Site: 600 Town Center Drive 
Costa Mesa, CA 92626 

Prepared by:  Elizabeth Hess and Tara 
Dunn 

Project 
Description: 

The project (Project) involves refinancing the outstanding California Infrastructure and 
Economic Development Bank Variable Rate Demand Bonds, Series 2008C (2008C Bonds) 
the proceeds of which were used to finance a portion of the construction, equipping and 
furnishing of improvements to the Orange County Performing Arts Center, and may be 
used to establish a debt service reserve fund.  

Uses of Bond 
Proceeds: 

Bond proceeds (2011 Bonds) will be used to pay the costs of the Project and pay for costs 
of issuance.  Bond proceeds may be used to fund a debt service reserve fund. 

Public 
Benefits: 

The Project is expected to save the Center between $15,000 and $60,000 a month in cash 
flow thereby reducing the borrowing costs and financial risks inherent in the existing 
structure of the 2008C Bonds.  As a result, the additional funds will be invested in the 
Center’s programs permitting the Borrower to continue to provide cultural enrichment to the 
community. 

Financing Structure: 

Type of Issue:  Publicly-offered fixed rate securities issued in minimum denominations of $5,000 or any 
integral multiple of $1,000 in excess thereof.  

Tax Status: Tax-exempt 501(c)(3) bonds. 
Term: 5 to 10 years. 
Credit Rating: Expected to be at least “A-” by Standard & Poor’s based upon the credit of the Center. 

Est. Sources of Funds: 
Bond Proceeds Par Amount 
Discount Bonds  
 
 
 

TOTAL SOURCES 

 
$64,000,000 

(450,000) 
 
 

 

$63,550,000 

Est. Uses of Funds: 
Refund 2008C Bonds 
Debt Service Reserve Fund* 
Costs of Issuance 
Underwriter’s Discount 
 

TOTAL USES  

 
$56,550,000    

6,400,000 
350,000 
250,000 

 

$63,550,000 

* A Debt Service Reserve Fund (DSRF) is currently included as a possible use of bond proceeds, however if it is determined that 
a DSRF is not required, the bond issuance amount will be downsized accordingly. 

Financing Team: 
Bond Counsel: 

Underwriters: 
Underwriter’s Counsel: 

Trustee:  

 
Stradling, Yocca, Carlson & Rauth 
Wells Fargo Securities and Bank of America Merrill Lynch 
Orrick, Herrington & Sutcliffe 
Union Bank, N. A.  

Staff Recommendation: 
Staff recommends approval of Resolution 11-03 for an amount not to exceed $64,000,000 for Orange County 
Performing Arts Center doing business as Segerstrom Center for the Arts. 
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ISSUE 

 

The Orange County Performing Arts Center requests to refinance outstanding California Infrastructure 
and Economic Development Bank Variable Rate Demand Bonds, Series 2008C (2008C Bonds) and 
issue new fixed rate bonds (2011 Bonds) for an amount not to exceed $64,000,000.  The purpose of 
the refinancing is to mitigate the interest rate risk of the 2008C Bonds due to the recent credit rating 
downgrade of Allied Irish Banks, p.l.c., the letter of credit provider for the 2008C Bonds. 

 

BACKGROUND AND HISTORY 

 
Orange County Performing Arts Center doing business as Segerstrom Center for the Arts (Center or 
Borrower) is a qualified 501(c)(3) non-profit corporation formed for the purpose of promoting and 
developing an interest in and appreciation for arts and music.  A list of the current Corporate Officers, 
Executive Committee members and Directors is provided in Attachment A. 
 
On July 8, 2004, the I-Bank issued three series of bonds (2004 Bonds) totaling $180,000,000 as 
variable rate revenue bonds secured by bond insurance.  The proceeds of the 2004 Bonds were used 
to finance and refinance the construction, equipping and furnishing of the Center’s cultural facilities, 
consisting of the Reneé and Henry Segerstrom Concert Hall, the Samueli Theater, an education 
center, a public restaurant, a private donor room, rehearsal spaces, artist accommodations, and 
related and appurtenant facilities located at 615 Town Center Drive, Costa Mesa; to fund a debt 
service reserve fund; fund capitalized interest; and to pay issuance costs of the 2004 Bonds.  The 
2004 Bonds were marketed as auction rate securities secured by bond insurance provided by 
Financial Guaranty Insurance Company (FGIC). 
 
On March 26, 2007, the I-Bank issued two series of bonds (2007 Bonds) totaling $85,000,000 as 
variable rate revenue bonds secured by bond insurance to reimburse the Center for additional costs 
related to the facilities financed in 2004, finance the construction of a pedestrian plaza (collectively, 
the “Facilities”), and to pay issuance costs of the 2007 Bonds.  The 2007 Bonds were marketed as 
auction rate securities secured by bond insurance provided by FGIC.  Construction of the Facilities 
was completed in March 2007. 
 
In early 2008, due to events in the sub-prime mortgage market which caused the collapse of the 
auction rate market, and credit rating downgrades of FGIC, the Center experienced interest rate 
resets as high as 7.5% on the 2004 and 2007 Bonds.  On July 2, 2008, the I-Bank issued its Variable 
Rate Revenue Bonds, Series 2008A, Series 2008B and Series 2008C (together, the 2008 Bonds) 
totaling $240,000,000 to refund the 2004 and 2007 Bonds, and to pay issuance costs of the 2008 
Bonds.  The 2008 Bonds together with $25 million in debt service reserve funds held for the 2004 
Bonds and the 2007 Bonds, refunded the 2004 and 2007 Bonds in their entirety.  Each series of 2008 
Bonds is secured by a letter of credit and each letter of credit is provided by a different bank.  The 
Staff Report dated June 24, 2008, is attached for a more complete description of the transaction and 
financing structure (see Attachment B). 
 
The Series 2008A Bonds and Series 2008B Bonds are currently outstanding in the aggregate amount 
of $169,670,000.  The Series 2008C Bonds are outstanding in the amount of $56,550,000. 
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PROJECT DESCRIPTION 

 
The project (Project) involves refinancing the outstanding 2008C Bonds, the proceeds of which were 
used to refinance a portion of the construction, equipping and furnishing of the Facilities, and to 
establish a debt service reserve fund. 
 
The 2008C Bonds are secured by a letter of credit provided by Allied Irish Banks, p.l.c. (AIB) whose 
credit rating for long term debt has recently been downgraded to “BB” by Standard & Poor’s.  As a 
result of the recent AIB downgrade, the Center has experienced increased debt costs associated with 
the 2008C Bonds.  The refunding of the 2008C Bonds is expected to reduce the Center’s variable rate 
exposure, and mitigate the effect of the interest rate risk resulting from the AIB letter of credit.  Based 
on the current par amount of the 2008C Bonds outstanding, monthly debt service savings are 
estimated to be between $15,000 to $60,000. 
 
The Series 2008A Bonds and Series 2008B Bonds will remain outstanding. 
 

FINANCING STRUCTURE 

 
The Center requests the refunding of the outstanding 2008C Bonds and the issuance of the fixed rate 
2011 Bonds, in an amount not to exceed $64,000,000. The 2011 Bonds will be issued pursuant to an 
indenture between the I-Bank and Union Bank, N.A., as Trustee (Indenture), and a loan of the proceeds 
of the 2011 Bonds will be made through a loan agreement between the I-Bank and the Center (Loan 
Agreement). The 2011 Bonds are expected to be rated at least “A-” by Standard & Poor’s based solely 
on the financial strength of the Center. 
 
In no event shall the 2011 Bonds constitute a pledge of the faith and credit of the State or any political 
corporation, subdivision or agency of the State, and neither the State nor any political corporation, 
subdivision or agency of the State shall be liable to make any appropriation for the repayment of the 
2011 Bonds.  The  2011 Bonds constitute a special obligation of the I-Bank, payable solely from 
revenues consisting primarily of repayments of the loan provided for in the Loan Agreement. 
 

PUBLIC BENEFITS 

 
The Project is expected to save the Center between $15,000 and $60,000 a month in cash flow 
thereby reducing the borrowing costs and financial risks inherent in the existing structure of the 2008C 
Bonds.  As a result, the additional funds will be invested in the programs of the Center, permitting the 
Borrower to continue to provide cultural enrichment to the community. 
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OTHER PROJECT DATA 

 
Under the Loan Agreement, the Center will pledge its Gross Revenues to the I-Bank, which will in turn 
assign that pledge to the Trustee for the 2011 Bonds.  The Center’s pledge will be on parity with its 
pledge of Gross Revenues to the letter of credit banks securing the Series 2008A Bonds and Series 
2008B Bonds.  The intercreditor arrangement between the Trustee for the 2011 Bonds and the letter 
of credit banks securing the Series 2008A Bonds and Series 2008B Bonds will contain sufficient 
flexibility to permit the amendment or refunding of the 2011 Bonds, the Series 2008A Bonds or the 
Series 2008B Bonds.  The Center has disclosed this parity pledge of its Gross Revenues to the 
I-Bank, and will disclose it to potential investors in the official statement issued in relation to the 
marketing of the 2011 Bonds.   
 
The Center has also disclosed and will disclose to potential investors that it is operating at a cash flow 
deficit, but that it has over $230 million in net assets.  I-Bank staff has been advised by the Center that 
$105 million of its net assets are liquid unrestricted assets available to make loan payments. 

 
PERMITS AND APPROVAL 

Required? 
 

 NO  YES, Describe:  

TEFRA 

Date of TEFRA Friday, February 25, 2011 

Publications 
 

Sacramento Bee 
Orange County Register 

Oral/Written Comments 
Received 

 NO  YES, Explain: 

LEGAL QUESTIONNAIRE 

Completed?  NO  YES 

Issues?  NO  YES, Explain: 

ELIGIBILITY REVIEW 

Project meets Public Interest 
Criteria (per G.C. § 63046 and 
63047(d)) 

 YES  NO 

1. Project is for a use in the State of California. 
2. Borrower is capable of meeting the obligations incurred under the 

proposed loan agreement and tax agreement and, in particular as to 
its loan repayment obligations which secure the 2011 Bonds as a 
result of having met the requirements for a rating of at least A- on the 
2011 Bonds, based on the financial strength of the Borrower to make 
loan repayments that will be used by the Borrower to pay the principal 
and interest on the 2011 Bonds.
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3. Payments to be made by the Borrower to the I-Bank under the 
proposed financing agreements are adequate to pay the current 
expenses of the I-Bank in connection with the financing and to make 
all the scheduled payments. 

4. The proposed financing is appropriate for the Project. 
5. Borrower has represented that the Facilities are consistent with any 

existing local or regional comprehensive plans. 

The Project meets the Policies and Procedures for Conduit Revenue Bond Financing for Economic 
Development Facilities established as guidelines for I-Bank Staff by the Board:   YES  NO 

INDUCEMENT CERTIFICATE 

Completed? 
 

 NO  YES Certificate No.:     
 N/A    Date: 

                                                 
1 The final anticipated rating has not been received as of the date of this report.  For that reason, the 

Resolution conditions the issuance of the 2011 Bonds on the receipt of an initial rating on the Bonds of at least (a) “A-” 
from S&P or Fitch Ratings or (b) “A3” from Moody's Investors Service, in each case based solely on the credit of the 
Center.   
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RECOMMENDATION 

 
Staff recommends approval of Resolution 11-03 for an amount not to exceed $64,000,000 for 
Orange County Performing Arts Center doing business as Segerstrom Center for the Arts. 
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ATTACHMENT A - GOVERNANCE AND MANAGEMENT  

 
The Center is managed by four Corporate Officers and governed by seventeen Executive Committee 
members and twenty-four Directors. 

 
Corporate Officers 

Terrence W. Dwyer President 

Brian L. Finck Chief Financial Officer 

Judith O’Dea Morr Executive Vice President – Programming 

Sara Fousekis Acting Vice President of Development 

Todd Bentjen Vice President of Marketing and Communications 

Ellery Brown Vice President of Theater Operations and Facilities 

Executive Committee 

Larry Higby Chairman 

Terrence W. Dwyer President 

Thomas E. Larkin, Jr. Treasurer; Vice Chair, Finance & Investment 

Vacant Secretary; Co-Chair, Board Development 

Anthony A. Allen Vice Chair, Facilities 

Marta S. Bathal Co-Chair, Center Fund 

Sally S. Crockett Co-Chair, Board Development 

Sandra Segerstrom Daniels Vice Chair, Support Groups 

James A. Driscoll Co-Chair, Long Range Planning 

Steven T. Fry Co-Chair, Center Fund 

John C. Garrett Co-Chair, Long Range Planning 

Michael S. Gordon Vice Chair, Executive Personnel 

David H. Troob Vice Chair, Resident Companies 

Carol L. Wilken Vice Chair, Education 

Joan F. Beall Member at Large 

John R. Evans Member at Large 

Roger Kirwan Member at Large 

General William Lyon Member at Large 

Thomas K. McKernan Member at Large 

Rick Muth Member at Large 

Patricia L. Poss Member at Large 

Henry T. Segerstrom Founding Chairman, Member at Large 

Board of Directors 

Wylie A. Aitken Eve Kornyei 

Zelma M. Allred Anthony Mathews 

Julia Argyros David G. Moore 

David E. Blackford Norman Morales 

Deborah Bridges Mark P. Robinson, Jr. 

Michael V. Drake, M.D. David J. Schramm 

Benjamin R. Du Glenn Stearns 

John L. Ginger Sutton Stracke 

John Hamilton, Jr. Timothy L. Strader 

Lynette M. Hayde Thomas Tucker 

Michael Joseph Jane Fujishige Yada 

Parker S. Kennedy  
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ATTACHMENT B - Staff Report from the June 24, 2008 Board  
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